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near enough to the truth for results based upon it to be sub-
stantially correct. I shall employ Mill's cloth-linen terminology
throughout.
§ 4. Reparation levies might be assessed in terms either of
goods produced by the reparations-paying or of goods pro-
duced by the reparations-receiving country. If we suppose
either country's general price level to be held approximately
constant, to assess them in terms of goods produced by it is
equivalent to assessing them in terms of its money. It is
important to distinguish between the two sorts of assessment.
For with assessment in terms of the reparations-paying
country's goods or money the only limit to the scale of
theoretically possible levy — what is practically possible is>
of course, substantially less — is given by the margin between
the country's productive power and its " necessary" con-
sumption. But, with assessment in terms of the reparations-
receiving country's goods or money, the scale of levy cannot
be larger than the quantity of that country's goods or money
that the reparations-paying country is able to buy from it
with exports of its own goods ; and if at a certain scale of
levy the reparations-receiving country's demand for the other
country's goods has an elasticity less than unity, it will be
impossible for anything beyond that scale to be attained.
The harder the reparations-paying country tries to meet its
obligations by sending out its own goods, the less reparation
goods or money it will succeed in acquiring.
§ 5. Provided, however, that the scale of the reparation
levy is such that it is possible for the reparations-paying
country to meet it, it is immaterial whether it is assessed in
the form of E units of the reparations-receiving country's
goods or money or of that number of units, say K, of the
reparation-payer's goods or money which, in the circum-
stances, are required to purchase those E, units. It is, there-
fore, immaterial which of the two types of assessment we
suppose to be adopted. In what follows I shall work with
the former of them. For this choice there is sufficient reason
in the fact that the reparation levies imposed upon Germany
after the 1914-18 war were intended to be assessed in that way.
The likelihood of the value of gold, in which they were ex-
pressed, varying in value relatively to the reparations-receiving
country's goods, was not taken into account by the politicians

